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The purpose of this paper is to present alternative philosopWc and 
{practical approaches for the equitable distribution t)f state aid to 
local^ school districts, and to discuss some eft the advantages and dis-^y 
advan'tages of those alternatives. Conrpliahce with the widely accepted 
principle "that the quality of public education mav not be a functit)n of 
wealth, other tHan the wealth of the state as axwhole'' is the criterion - ; 
of an equitable distribution system. Two general approaches to satisfy 
this criterion are (1) equity through uniformity, ap.d (2) equity through . 
fiscal ji^utrality. These approaches embody^ opposing political and 
educational philosophies. 

Equity through unformity, which is impleme/ited u\th a^Full State Assumption 
(FSA) modeL of school finance, centralizes at the. state level decisions > 
relative to the per pupil spending. level among all school district^. 
FSA dan be funded b^^ an combination of revenue sources, including property 
taxes. The basic state policy decis-ion under FSA is what should be the 
^er pupil spending for all students in the state. If proj)erty tax is 
used as a revenue source, the state establishes a tax rate that *ever\' ' 
district must, levy. The state' then makes up the difference bet\veen \N^at 
the property tax produces ir\ eaCh district and the jstatewide spending 
level. Some advantages of FSA are: • ' ' 

1.* It eliminates differences among dis'tricts in peflr pupil spending 
levels caused by local property wealth and the willingness-^of 
/local districts to si^port education,- . ^ 

2; *It allows schoo^ boards and other local decision makers ^to 

concentrate their time and effort on educatipn^decisions^ rathe^^ 
than on establishing budget levels and raisiiig revenues.- 

, 3.' " It'^moves to the state level tihe question of what is adequate' * v 
J per pupil spending, which probahl^yjifirll^proiTO increased 

research of ways to improve education productivity. 

Disadvantages of FSA include: • ' 

1. ^ It eliminates local choice in establishing'^ducation expen- * 

ditures and tax rates w . - , 

2. > It prohibits districts from spending above the statewide 
'expenditure level, thereby^ inhibiting districtss^from creating 

so-called ''Ijghthouse programs/^ ^ - 



3. It would probably cause some districts tp raise property tax 
rates. ^ ^ s ^ 

Equi-ty through fiscal neutrali-ty, on the other hand, decentralizes art&ng 
school districts choiqes regarding- per pupil spending Revels. Each/district 
would establish, within ceftaih boundaries, its per pupil spending/level; 
select from a state prescribed schedule' the tkx rate coirespondinJ to. 
its spending lev^l, and levy that ta:^ ra^p. 'if that tax ratet.dLfl j\ot 
produce the established spending leyel^ the sta^!^wourd make uiythe 
difference. Thus the unbven distribution^ among school distriots of 
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property tax base? would be neutralized through a state Qmnintee of 
^eqiLil per pupil revpues for equal tax rates/ Tiis approach can be 
implemented through a distribirtion system called Guaranteed Tax Base 
(GTB) . .Some advantages of a £TB arei: , " ^ ^ ' ' y 

I. ft eXilminates the influence of local^ property tax 'wealth on 
school dis-trict spending levels. The state guarantees all 
school districts ^ the same tax base. * • 

'2. It assures equal spending leVels. for efcfual property tax' rates 

3. ^It ['promotes local ^flexibility ia detemining education spending 
"'leVfls andvtax rates. " * 

'4. It allows districts to enjoy through lower taJc^ates the benefit 
of efficiency.' ^ ^ , ^ 

5, It allows districts, freedom to experiment \>ith r>ore costly 

.programs, to create so called ''lighthouse programs." ^ 

Some disadvantage^ of a GTB are: 

1. It allpws per pupil spending levels among districts, to be^ 
different, resulting in uneven education opportunities. ' * 

2. It allows per pupil spending le^'-els to b^ influenced -by dif- 
ferences among districts in income levels and age composition 
of voters. Higher income groups tend to val^e education ' 
more than low income groups ana younger people tei^d to be more 

' suppprtive of education. 

S. It may' create some uncertainity ab»ut what will be spending 
and tax levels among districts, and what will be- the state 
cost. - ' ^ ' * ' 

The most widely used school finance distribution svstemus called a 
Foundation PrograAi (p states use it) and it Xs iviiat Florida uses (the 
Florida Education Finance Program, FEFP). Under this VstlSr^her state 
guarantees all districts a certain spending- level ,' and requires a local 
tax rate. If that tax rate cannot produce the state -guaranteed spending"*' 
or ^'foundation'' level, the state makes ub the difference. 

The FEFP, lik^e foundation programs in other states-, is onlv a. partial ». 
approach to equitable distribution. I'.hile the extent of inequality in • 
Florida is' low compared, to- most other states, 'the level of -per pupil 
spending above, the foundation level (S7S4 per pupil) and the rejtuired 
tax -rite (64AilIs) is i function of local property tax wealth; therefore 
it violates the standard for an equitable distribution system. 

A third passible ^pp/oach for an ©citable distribution system fs (a 
combination of a Foundation Program and a Guaranteed Tax Base, f This 
approach has the advantages of at least a uniform spfendijig levdW among 



djistTicts, and also gives districts- -poor otics as wcTrl as, rich--fle:iibi'lity 
to increase Vpcnding levels, above the stqtetadc uniform tcvej.. One way 
Florida could adppfthis approach is to add a QTB on. top of fhe present 



FEFP; 



The three alternative distribution systems--Full State Assumption (F3A), 
Guaranteed Tax Base (GTB), and Foundation Program plus GTB-'- neet th^^* 
widely accepted standard of equity, that the 'quajitv of public education" 
^may not be a function o^U^ealth, other than tlje wealth ot the state ^s 'a 
whole. .Another equity is^ue not only impajrljant ift -itself but also 
necessar>* fm- the correct operation of -any'df the thre'e distribution'^ 
systems, wheh^property tax is included a^ a Irevenue source, is accurate 
and uniiform property acfpraisals arong districts. * 



\ 



The ^Department of Education has a coriputer siinula't ion. which can. readily 
compute and show the 'fiscal impact on all sciiool districts as \Nell as 
'the Statewide cost of the alternative distribution system^. 
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^ I Intrt^ijction ^, 

The^undin'g of elcmcntar>' and sccfthJary schools has been the center of 
much judicial action, political debate and research in the 1970's, At 
tfee heart of the activity was a challenge to states, a^the level of ... 
goyemment responsible for public education, to addre^ equity* issues t"e- 
late<^ to- the collection and distribution of fiinds for public schools',, and, to- a 
lesser extent, adequacy «f funding levels. These issues, of cor^fse, are 

fundamental for the pursuit Of the noble, i^ricaij goal of providing to 

t 

aJLl- students aa equal educatioa opportunity funded by* a fair tax structure., 

A ♦ 

The purpose of this paper is 'to examine alternative approache's for the 
equitable distribution of fun€s to school districts for operatiSig purposes. 
Although fundin^^or capital outlay (school Cojistruction) could fit the * , 
- alternative dis(t'ributifen systonis presented here, it is 'not discUssed, UTiile the 
raising of revenue for public schools is a complex issue itself, it also 
affects somewhat the distribution side of the ledger; to that extent it^ 

is treated in- this paper. »Similariy, adequacy of funding levels is a. 

— \ y. • 

very difficult value-ladden issue, and it too * is discussed only as it;^ ^ 
affects equitable distribi^tion. 

That state governments during the past half dozen yeats have assumed a 
new" prominence in public ^oliey issues -generally, and . especially in - 
.school financing, -is evi dent from the flurfy of s^chool fihance reforms, 
In at deast twenty states, since 1971, fundamental* changes were made' in 
school finance Structures, including Florida's highly acclaimed refo^m^' 
ill 1973/ Emanating from the famous court pronourtced *principj.e, '-that the 
<lQality of public education may not' be a function of wealth, other than 
the Wealth of the state as a whole,"* the reforms sought to eliminate. 

"This principle was reaiffimed in December, 1976 -by the California Supreme . 
CCmrt.in the appeal of th^ Serrano case . and was the standard in-the \'ew 
.Jersey court case, Robinson v. Cahill , which overturned that state's school 
financji system. ' . , ^ • -* , 



I ' • ' -s- -, « . ' 

expenditure and taxation/ln!^quitics associated with the size of a' local 

school districts' property tax base/ - y ' * 

'* ♦ • \j t * 

Ta comply /v,Vth this principle tuo mafor^ alternative approaches for the 

distribution of edi^tion funds have emerged^ over the yeaVs--equit;>' 

through-iiniforn]^ty,^ and equity through fiscal neutrality. . In their pure 

\forms the t^vo sQ^emgtives embody opposing philosophies of management , 

-J' ' ' ' ' 

wi^h regard tQ/^pending levels amon? school districts," and thus, presumably, 
the quality .ijf education. j ^ ' • 

These two ^preaches, together with a third which nay -be called a rpartiaP' 

approaclY^o equity ^are exanirted and cor^^ared in this paper. In addition, 

Floridjl^ school finance program is discussed in light of these approdhes, 

Fina/f>-,Xhe^tion5 available for improving the Florida school ' finance . 

"distribution system are presented. First, however, are a few comments about 

the role of the local property tax in a state- local school finance structure. 
- ^ ' . ' ' f * * ... 

A, Few, Comments :About the Property Tax Base of S^ool Districts ^ 

The most common measure among the states of local school districts* 
•ability to support sthools, or their wealth, is ' the ainount of taxable 
(i.e., non-exen^jt) property value behind each student.* Technically 
this is referred to as assessed valuation per pupil. Anphg the sdwol 
districts within the states, assessed valuation pejr pupil varies widely; 



^Increasingly, spates are beginning to include other measures of 
local ability to .support schools, such as personal income. For 
example, Connect:^cut*and RhoSe Island use 'property valuation per 
capita* modified t(y a median family income ratio; Kansa^ uses a** 
combination of property valuation and taxable income. This whole 
issue will be discussed in the Florida context in a future paper. 



in Florida it raii£;es from a low of 512,217 per vseighted* . pupil in • •* • 
Gadsden County to ^hjiigh of $llO,S52 per \\elghteJ nupiL in Flviglcr 
County. Expressed in terms of tax rates, one mill ($1.00 per $r,OQO . ' 
assessed valuation) in Gadsden County •Wili' raise about $"12 per pupil, in 



Flagler County jt will raise about $111 per piipil. . Thus, -if schpol 

i ' . / ■. ■ 

^ spending levels. in Florxda were a function only of iocal district wealth, 

given an eight mill limit on school tax^ rates , the potentia^l diffevenc^e ^( 

in per pupil spending bet^s'een th^se two districts could be $792 (8 mills 

tim^s $12 in Gadsden=$96, *8 "mills times $111 in Tlagler='$SS8,\^888 ^miRus 

$96=$792). "^lorida, however, like almost all other states, has attempted to' 

correct this disparity through a system of school aid which provides 

st^te aid inversely related to ^sessed 'valuation, that is,, more aid 

flows to poor tiistricts than to wealthy ones, -lit effect^ then, the 

measure of local districts' ability to support schools, which is " ^ 

assessed valuation per weighte4 pupil, is the very basis for the state 
* . * • 

aid system. If that basis is weak' because, for example, ,of inaccurate- 

* #* 

arid non-uniform property appraisals methods among counties; then any new \ 
school finance structure built on $uch a basis is analagous to building 
a fine new school house (or capitol building) -Jn quicksand. ' • 

i 

In order to make th^ measure of property valuation uniform among* school 
districts jnany States use ass^sment-sales ^surveys. According td the 
United States Bureau of the Census, 36 states conduct these surveys, and 
twenty-nine of those sta^s use the asseSsment-sSles ratio ih the alio- 
catton of state/aid for education^ In other words, nearly 60 percent of 

weighted pupil is a technique for counting a pUpil so that Itis or her 
jieed'for financial 'Support can be compared to a base or unit amount \It 
costs more to.eduCate.a visually iinpaired than a sighted pupil and weighting 
the visually impaired pupil more thai) the sighlfed pupil will reflect this. 
Florida, for example, weights- visually impaired pupils 3.5 times more than 
abnormal student in grades 4 through-9, and thereby provides 3.5 more funds 
for> the visually iirpaired student. 



• , ■ ^ , -r- ■ ■ ..■•«'• 

all spates in the coiintry^ivo decided, as a matter of fair public* 

' %- 

polic>* that loyally determined assessed valuations must be adjusted by 

state -produced assessment ratios 'ifi order to apportion state aid Tor * 
* fc • * . 

. ^schools jin an equitable manner, 

Assessment r^itios were in fact used in Florida in 1969-71, but a.'number , 

* » - • 

t of -school districts (those with relatively low assessment ratios) ^ ' I 

challenged the^r use. In 19 /'S thb Florida Supreme. Court overruled 
the use of ksse:?sment ratios injlistributin<^ state aid, .savin^^ ' 

that the Legislature* could not ^change the decisid/ of Constitutionally 



enpowered local property appraisers • 



isic^ of ( 



Seeking to correct the assessment ^robleltf^in another wa;y., the 1973 
Legislature reformed the pcfwers.of State Department of ^ Revenue ^in the 
supervision and evaluation of local assessment {)ractrices. Al^ough- * 
there were significant cl^anges in assessment practices in 1973 and' 1974, 
major problem^ still exist to'day in the administration of the pippe^y 
tax. Appendix A shows the fiscal , distortion on a .schOo^^^inance distri- 
«bution system of non-uniform property appraisal practices" among counties, 

• • • 

Once- there is uniform administration of th^pi^erty tax, t\vo different ' 
philosophic approaches to, overcomiAg ^he differences in assessed* valuation 



er pupil among scho6l districts can be considered. 

/ . '■ 

■ / • » 
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Equity Til roiu^H Uiufomity ^- ' ^ - " 

This approach to school finance caters t^ egalitarian values, where the 
objective is to provide all students, regardless p-f their geogtaphic . 
address, the saine level of financial resources and presumably the same' ^ 
of similar edugation oppottunities. * If.it wasdceidcd, for exairtple, 
^hat.SlOOO was the "appropriate'' financial support for^a particular ' , ' 

kind of student, then th^t kind of student would, -wherever he or she may 

•» * ' 
happen to live within the state, receive* the sajj^ level of -^jjiancialv 

support. Lpcal preferences and taste regarding schooling would n'ot-^ 

affect the' level of spending under this approach since decisions ^bout 

spending levels would be "centralized aftd uniform throughout the state. 

This /is not tO' suggest' that' all lopal decision jnaking-,\vOuld be discardeok; 

f ' s ' 

to the contrary, advocates of this Approach maintain that local control 

^and decision making would be^enhanced. Relieved of the difficulties of 

establishing budget levels and raising revenues, so the argijnent gbes^ 

local school boards, and oth^ local decision makers could ^ave more time 

to. devote to more important education decisions, such as e3tablishj.ng * 

I* . ^ * ' * 

education priorities and how best to organize personnel, materials -and 
equipment in the delivery of education services, within the spending ' 
level available. j 

The beginning of the equity throug'B^ unifomjity approach ^to Scho^ finance 
cai;i beyTraced to 1930 when Henry Nbrrison wrote of spillover benefits 
and costs from one school "district to another. The performance of - 
students in one district was ijnportant* not just to the students, parents 
andl)^^ inhabitants of thtjt district, but dlso to the people of the^ 
state, and nation .generally. Unlike oth^r locally provide^ services, 



such as street clean 



eaning or fire f)rote^tionV which ^fficct only one comnnmity, 
the positive ,and negative • results e(i«i(i&t ion* could affect all comnumitics, 



and sqhdol districts p!ai*titvi%ly^^^^ \ ' *\ 

Equity through uniformity can be iinplemented' with a Full State Assim^t^iqn^ 
• (F5A) model of school financ|, ^ 'Ri^ name, PSA,. i%'-n)at ^o. suggest that ^ * 

property •ta.^fes, Which comprise* about 50 percent:, of the fun^ for^elemeritap'- 
. and' §^condary education rtatioaally', and about ,39 percent in Florida, 

Could not be used for school ^pdrt • Pix)perty taxes* can be a source of . 
''^ revenue ^ under FS\.if the $t;ate establ^h^the same' tax effort (rate)* 

for all districts an3 the state proviHes^all 'districts the difference 

.bfetween. the yield from that tax ratp and the uniform level of spending 

' * « • ... ' * ^ ^ ' ^ 

^mandated in all districts,* Figure 1 illustr.ates this, showing^a uniforo ^ 

expenditure level -(line A-B), and varying yields from (I'ine^C-D) the i' • 

same property tax rate. If the stateTestaBlished'tax rate '^should ha^jpen'^ ' 

" tch prodiice more. than, the uniform spending- level in one or several districts, 
' . / ' ^ ' • • 

such as 3.ine E-D in F;.gure l,^the excess /property tax revenue would be ' 

transferred to the st^te fdr distribution Ito other* districts,** Alternatively,^ 

only state level revenue could be used to fund FSA, thus eliminating ' . ^ 

local propert)ft^axes conpletely,^ a fiscal and political improbability in 

most states. Whatever the tax sources,^ spendjmg leVel^ would. be, the* 

saw in all districts under a Full State AssiArption model '6f schQol 

finance, thereby assurijig' equity through^ ^iforjnity. , . ' - ' / "-•'^ 



^Hawaii has F^ without fpoperty tax, revenue. ♦^New Mexico, comes ciose 
to FSA with property tax. , , * ^ ^ 

** Of course the excess revenue could be retained by the districts,' but ' ' 
this woi^d violate the principle of , uniform, spending, and; as .we shall 
see in the next fiction, the principle of fiscal nentrality.. 



■ F I G*U R E '1 - . • ' ^ 

* • * • 

ILLUSm\.TION OF A' FULL STATE ASSUMPTin.f (FSA) WDEL* ' • ' • 
OF SCHOOL. FIN/V\CE Wliai INCLUDES PROrERTi' TAX AS A' RR-ENTJE SOURCE 



$1100 



Spending Level 
Per Pupil 



$1000 



$100. 



■f 




: $13, 000, • • \ ^ I $jTr, 000 

Assj^ssed- Valuation Per Pupil ^\nx3ng School Districts ■ ' • 



Line A-B is'tf* statewide uniform spending level in all school di«tri(jts, 
4lr $1100 per pupil, ' . - , ^ 

Liiie ^-E-D is the Ibc^l propert)^ tax .revenue per pupil from a uniform . 
^ tax -levy in all school districts. - 

hinp E-D is the local property tax rev«iue per pupil above the statewide, 
* , lAiifom' spending level./ ' . ' ^ . 



E(^ify through iiniformit/ c:m be-implonented in varyirig levels of 
sophistication, the simplest being uniform per pupil spending levels. 

sophist i^at^cj ways include uniform spending levels per weighted 
pupil, which accounts for differences injpendlng levels assbqi^ted with 
•pupil cha^j-acteriStics, ^rogi'pms or state apriorities ;* and adjustments 
which compefnsate for differences in the purchasing power -of an education 
dQllar among^. school districts.. • * ^ 



' Some FSA proposals would allow d-i^trigts, through their local property 
tax, to fexceed the statewide' uniform spending level^by some amount, foi^ 
e::^ample iO percent. The problems \nth thi^Ifeeway are threefold. 
First,' it^s likely that the richer districts would- be the ones to opt ^ 

.'for the add-on since, a'Kigh relationship e|pj.sts betiveeni the socio- 
economic status Qf a distrifi and 'its v^lue plated on education, ^cond, 
rich districts ^jrobably woiAd tend to 'seek ,to widen the add-on grange, 
and fhey might apply poetical pressure to this point oi policy, rathet 
than to the poi^ifofTaisuig the statewide -spending level, 'an action 

that presumam.y would help all districts.* Third, even if poor districts 
wefe inclined to do so, they would have, to ^ax themselves muck-l*^rder, 

that -is, levy more mills to reach a'given leeway spending level, as ^ 

compared to rich districts, 

S6me critics say that FSA would to^elimination of- 'lighthouse 
districts," those rich districts vrfiich, with their relatively higher tax 
basegcan afford some better educational services. The reverse of the 
argument is, of course', that poor districts- do not hav^^the Choice of 



^Florida's present state 'aid ^^gram includes. Weighted pi^ils for grad6 
levels, pupil charj^ctcristics (exceptional students) and- programs fvoca- 
tional). Also, iij use is d procedure for relating state aid iro di^tferenc 
in the cost ^of living among di^riqts. - . . 



becoming a lighthouse; they are const rajjje^y a' low tax base". Siiice' 

the^bjective'of a "lighthouse district" presumably is to increase 

education productivity, should npt the state make that available ^o all. 

districts, or at least to rich-andrpoor districts alike; - 

•ft 

• Inplementation of F3A could^e phased in over a number of years. . 

' Lower spending districts .''f^N^carip^^ could be brmoght up to sor£ 
uniform level, and hxgher<^spending districts, for political and practical 

■ reasons, probably u-ould remain ajt. their curr«nt level' or">strKaps . • 
be allowed ^lighti^ higher, levels, threr time, however, the uniform 
spending level, as it was increased, wuld reach the level of high 
spending districts, and all districts would be spending at the aane 
level. ^ . ■ . • ' _ 



Equity Through Fiscal Neutrality , 

Equity through fiscal' neuti^l-ity caters to "liberterian" values, which 
espouse that indiyiduals should control their own destiny. Underjhis 
philosophy,' ifeTctoicp^regarding spending -levels and tax rates tvould^ 
be promoted. By decentralizing decision making among school districts, 
peoi/le (through the school boarcf or, if^mitted, by direct vote) could 
reflect thiir values for education by the amount they choose to tax 
^themselves. The uneven distribution among school districts of property 
taix bases would be neutralized under this approach through^ a state 
guarantee' to all districts- of equSl per pupil revenues for eqOal property 
tax e^ffort (rate). - , ... 

The concept of fiscal neutrality can be implemeirted through a distribution 
system with a variejx_ofjianies , includjLng district power equalizing, 
percentage equalizing, lo(;al guarantee yield, and.guatanteed ^^j^ase. 

■ - 15 ' ' ' 



The Ihttcr tenn, guaranteed tax base (GTB) ,\ prob*abiy-is most .descriptrvt^ 

since the essence of ^fiscal ^neutral ity isi to'guarantee all school districts 

^ - \ ' - ' 

' the smt or nearl^^ the same tax base. -t • < , • 

'A simple CTB ;program^is illustra^ed in Figure! 2, If a state wished to* 
adopt the principle of fiscal neutrality, it\ might use a schedule such . 
igs this one, although there could be many- vaiVktions, such as qhanging 

the slope of line*A-D. Distrit.tjs would select from the schedule the per, 

''^ ' ' ' ^ . ' \1 ' ^ 

popil ^expenditure desired, and le\y the corresppnding tax rate^if that 



tax rate in that school-district di(f not produqi the selectecf expenditure 



' level, the stat'e would make-up the differ^ce. rfor example, if a district 
wanted tg spend S960 per pupil, it wduld have tQ levy. 8.0 mills; if the 
8.0' mills in that district prcxbced^ let's say, ^500 per pupil, the 

' state would make up the different -of . $460. If ihe GTB schedule was 
suchsthat a rich district could taise more per pvbil at a giyen tax rate 
than the 



r 

schedule allowed, the district could, either I^ep the (iifference 



orj under a/'purist** -form of GTB, remit the drffe;^ence to the state for 
payment to other districts'which are, below the^ scheduled amount.* - 



With A GTB approach usually district^ are allowed Expenditure discretion 
only within certain boundaries; Minimun^^ints, or doilar amounts and 
corresponding tax rates, .typically are specified si;nce th^ state has a 
basic responsibility \o provide aU students aj|^ education of at least a 
'minimjm quality. The minimum in figure 2 might be boint A, in 
case all district§^^uld haye'tp spend at least $60(j) ^per pupil and levy 
at least fij^mills. »vhiie Florida does not' use th^ GTB appro.ach, one 
could see that the present Flois^ Pducatibn plaance'^l^roarajn ha& a miniiruln ^ 

comparable to point B, where ^11 'districts must sper|d at least $754 per 

\ ' . *r . ' ' I' ' f f 

pupil and leyy at least 6.3 mills. . ' 1 ^ 

. '.-'1 . ■ ■ 'IB. 

.* 

m 



"Wicsonsin had a4aw^u-Hich Would have been inplemefttcd the purist versionof - 
GTB in* January, 1977. Ibweveiv in Novenbet, 1976, thi Wisconsin Supreme' Court 
found that law (<?alled "neyatix-e aid") to be unooifttitutional. 



F I'G U R E "2 



Expenditure 
Per 

Weighted 
. Pupil 



'A SIMPLE GUmVTEED T.AX BASE (GTB) SCHEDULE 

I 




Tax Rate (Nuinber NElls), . ' - 

Point A is the/miniioum expenditure *and tax tite that' all 
districts- would be required to make. 

Point B is the minimum expenditure and tax rate which is 
conparable to the Florida Education Finance Program, 

Points C^and D are possible maximum ejcpenditure and tgx 
jate leVeis. * ' 
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; For a*t IcastHwo reasons maxunum^expondi'tufe Icve/s and co r re spend, ihji 
tax rates aUo are usually imposed. One is to meet more prtamty 

* regarding "the total cost to the state. With m^dated'maximim amounts, 

' ■ " V / , 
'such as $960 , at- 8 -mills or $1020 -at 8^ mills, the state can .better plan 

for its approptiation. The^ second rj^ason is based on policy decisions 

* with regard to cost-quality telatidhshiprs. /\bove certain levels of 

/expenditure qualiiy -may Increase ^^^nly^ slightly afrdfurther-^mcreases 

\may,J3e thought of as wasteful r/lative to. the costs for such in^ovemerit. 

In a world in, vhich th^re are. the diial 35piratic(ns .of equitv and 'local 

, flexibility in deciding ^paijdirig livePs, the GTB" apprC^ch has much to 

' offer.' 'It breaks the invidious /ink between spending 'levels -and the 

■ ./ ' • " 

. ." educationally "irrelevant A^aj/iabie of property tax wealth, yet is allows' 

• distr.icts to decide the kind" dk6 cost of %ducktion ■th4y wish to offer, 
n^permits' districts to enjoV through lo\^er tax rates the^jejiefits of . ^ 

' * ' ' * • / 'a • • 

efficiency. And it allows. districts f ree^pm ,to experiJHfnt, to create 
* so-called* ^'lighthouse prorfamsW.^ ' ^ / • 

/ ' ' ' ' "' - ' • 

Oppohenrs' of the QTB approach point out that the local flexibility i;i v' 

^ determining spending tSyels ^will result inwariations in education 

> • , ... 

spending levels .^^ng School districts. Difference^, in expenditure 

^ /' ' , • ^ 

levels may well, be the^^result .of differences in the income ley;6ls, ige 

if . * " *^ 

composition, or tax Base composition of school (;Jistricts since higher 

'income groUps^jtend^.t|o value education more tljan low" income groups/ 

, younger people tend/ to be morp supportive of educati^oa, and districts . . 

' with^mor^e commercial and industi-ial- ppperty, compared to *sidential 

property, tfend to* five higher tax taVes. pother drawback t|) GTB is the 

uncertainty about {vhat districts will ^o, \4iat 'will be their expenditure 

and tax levelSi, arid what will Jje the state cost. 
• ^, N V[ • . ' 
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.Partial Approach to F(iiiity: • roiuuiation T'roer:-jn ■ 



• In tl^e.. early ISftO's staterbe^an to providf LiJTiited- financial assi^aiiQe 
to school districts. By the JL9rO?s lh# states^ responsibilities for ^ : 
providing their young. people/with ^tleast a mirtiinum edttcftil^m gained* 
acceptance' as ^resea^rchers •poin'ted- out that som(5 di^ricts^cojild*net 
afford ^^even that, pius ^5 the/begini^ng o*f ' the. itoveiiient of the 'niost ' > , 
^ widely^edlscho^r.fuidii^ appfoach-^thq foundatrion^ prqgrain;*'. -Wijh a ♦ ' ' 
foundation^'progVajn>»a Bta^te^estaMishes somfe^per pupil (giyjiKer /sD^ • \ 
-unit)' expenditure: level .which it guarantWs -to a^ll school* districts through a 
shared, funding 'arrangement which, includes s'l^i^ .reveftu$ and \oK:zlJll^^QXty 
iaxes. Under- this scheii\e>'-t'he s4>a?e reqtii res >• local tax xzxt AvSi , .• 
y'TSthat tax tate'"'can not prDduCe the state-eatabli^hed "founoation*' level 



\ 



ERIC 



no;t p^dude the state-e^^t 



of spendiiigV the * state .mak^s; yp-'the difference. 

it . ' ' j * ' / > * , I * * ' ' . - ' ' ' ' ^ 

At teaS^t *t^-o ppblemsr accoinpany |^is. apprpadjv ,Tirst, 'the state-established 

. • ' \ . , " ' ' r , * i • ' ' ' ' 

- foundation spveriding le\'els frequently^are *Quite JLdw; in^fact thev ate 

* *so low the ^approach usjLially is latelecf '^nijrnjni fbufidatipi:!.'' ' CVer time ^ / 

even tha minimum foundation /ievelsjtend fq>AOt •keep'pace^ with^ irtflatipn 

\ ^ and thereby hecome relatively smaller. .Second, ,.the^ portion of pro^rty 

tax rates not infeludeii in ^hVfoiiidation'prdgii^, that us, above the 

" '^required 'local tax rate, is a/^sigjuficant factor in deteif^nining the ' 

I * 'Spending 'level of a district: Districts mth a relatrvely high t^x^-base^^* 

c&Jl 'vdth the tax ..rates above the foupdatiot) program siq^port spending levels 

' * considerably higher than the statue-established foundation level whereas 



/ low*tax b^e districts can ftdt.. 



t " *Twent^seyen_ states in 1975 used a foundation, program; eight more statfes^ - ^ 



used a foimdation-tprogram^p^us a .Guaranteed T^x^ Base. 

19 . / ^ ^ 



•JVnd it is just thisywcalth- related spending disparity .that was' the key » 
^subject of .court Cases andyno5t school finance refor^^ts^ * ' 

School Finance in Florida and the ' ' ' , * 

Alteratives for Increasing: L-oiiitv .."^ . 

- . — 1 ^ ^ ^ a. ^ 

The present system of school finijKye^ in Florida ^is a foundation program, 
Th^ state jest ablished '^foundation" spending level is $754 per weighted * . 
pupil/anAthe required local effort is 6,3 mills; the maximum nonvoted- 
tax rate that school boaVds can levy (and still participate in the ^ 
foundation Drogram) _ is 8.0 mills. The difference between .the required *• . . 
rate, -^6. 3 mills, and the maximum allowed*, 8.w mills, is the extent tt 
which school funding in Florida is directlv a function of the local 



district property tax base behind e^ch pupil. Since the taxable 
property baie behindy-each pi5>il^xanges from a low of Sl2 per weighted 
pupil in the poore'st school district to $111 per weighted pupil ^ • 
* " ■ in the richest di$trict^ there exists ^ potential spending difference of 
$168 per weighted pupil. ($111-$12 x 1, 7 inills=$168) . Put another way, 
the state guarantees Xhat all districts will spend, $754 per weighted * 
pupil, but one district-^ (Gadsden) can 'exceed t^e minimum by only ^20 per 
weighted pupil, while another district (Flagler) can exceed the minimum 
by $189 pejf weighted pupil v In shoft, due to differe>?ices in propert]^ 
wealth one district can spend $774 per weighted^pupil wixile another 
^ district cdn spend $943 per weighted pupil, a 'difference of about 18 
percent.** Ntoreover, this difference is dependent entirely ^on local 
district property wealth I ' 



*School districts can, with/5 vote of the people, exceed the maximum 
of eight mills'. , Such excess millagc rmist be ^^jjjted on every two years. 
Palm Beach voted an additional 1*0 mill for. operations ^d .6 mill 
for. capital outlay for 1976-77 through 1978-79. 



O • **A detailed a/kalysis o£ the relationship among School district el 

EBsXC penditujes^ tax rates, and property wealth be done in a future paper. ) 



least three 'aUcrnat'ives are .available. for makinp Florida'^ school 
finance system more equitable. Che* is to adopt a FuU^'S^te /^^sunrp^icn'^ 
CFSA) model.. .Another is to adopt ji Cjaranteeed tax Base (GTB) progrm^- 
And the third is to place a' GTB^on top of the existing foundation Drogr.n. • 
l^er all of th^ approaches a oreliminajy 'decision should be rnade about 

the relative proportion of, revenue that -will aine' from state, sobrces and 

w ' ' ' * 

from the loca^l property tax. , - ' • 

Under the F5A alternative, the present required local effort of '6.3 mills 

could be increased to the present maximum non voted. mil l^ge alloi>ed(S.O nills], 
". .. . *^ ^ ^ 

and the present foiindation axpend^ture level' of $^7S4 could be increased - 
to some educationally sound' ?nd politically acceptable higher level. If* 
the policy should be to reduce thi reliance of school funding on property- 
taxes, pother way 'to achieve" the equity through unifonnity objective is 
to' lower the maximum nonvoted millagei allowed down to the present' local 
effort of .6.3 mills. Or at some place in between 6.3 and 8.0 mills, the t 
locarl effort and maximum tax rate could'be made equal. Or the Ipcal 
effort^ anfi^ximujTi tax rate could be made equal at any point bet^veen 
zero and 6^3 mills* 

Under ^the- GTB alternative^ the state -could^jguaran tee all school districts 

a certaift tax base, and establish minimum gnd maximum millage levels. 

f ' ' \ — " ' 

For example,. the effec|ive^ guarantee under Florida's foundation progran \ 
is $120 per njill par weighted pupil ($754 per weighted pipil t 6.3 
mills=$120). This same guarantee level couid be extended* to the maxima " 
*tax rate allowed (S.O mills)., with each district selecting the expenditure' 
level arid tax rate from between those two points on a state GTB schedule.' 
Other variations of ^ the GTB are almost endless.' 



,Tlie third alternative /or the equitable distribution of funds, to -school 
ciistricts in Florida is the foundation pto'gnun with a^Gl'B add-on. Given 
^•Florida's present foundation program, a GTB could be established for the 
millage above^the foundation fate (6.3 mills) and up to maximum rate 
allowed (8.0 mills). The GTB could be set at aj!iy> level, but preferably 
above the wealth of the average school district. To eliminate' all wealth 



related e^nditure disparities, the GTfe level shtuld be equal to o^Xl^ 
higher than jthe tax base in the wealthiest^ district which is $111 per 
pupil per mill. ^ ^ ' * 

With the aid of a co^uter siinulation now operating in the Department of 
Education almost any variationo of each of these school finance policy 
alternatives can be readily computed. The simul^ion c^^.^oduce reports 
which will show the impact of a proposed schooT finance approach on 
expenditures, tax rates and state aid for all school districts in Florida 
as well as the statewide cast. Futheinore, a host decision variables 
for each alternative distribution system can be treated simultaneously. 
For exarple, a user can decide what should be the values for variables • 
such as district spending levels, tax rates, pupil v^^i^ts, district 
cost differentials, hold haml'ess, and whether .to include other funds 
(such aFiinpact aid, race track) as local revenue; By sinroly specifying 



»Ty specifying 
policy maker 



the policy alternative and values for decisioi} variables!^ policy nai 
can have the information necessary to assess the fiscal impact of many 
different 'types* of "school funding formulas as well as compare those proposal^ 

to the exis^ting Florida Education Finance- Program; ^ 

• * 

f ( 
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.\PPCNDIXA 

FISCU EFFECTS OF N'OMJNIFOPnM PROPFRIY .•\PPR.'\IS.U§ 
' • • f\MON'G SaiOOL DISTRICTS 

Property in Florida is appraised (i.e.., the valu<^ is^ determined) by 
county level property appraisers who by, Florida Constitution are elected, 
except the appraiser in Dade. County who is appointed. Cons/itutionailv 
, all clas^ of property ar^ required to be appraised ar full cash value / 
or 100 pertent Valuation, which has been interpreted by the courts to 
mean fair market value. 



Central to any equitable Vs1?em of state school aid which includes^ local ^ 

property -taxes is the use of con?)arable -measures of school ^stricts' ' 

.ability to support school^ or Jheir property valuations per pupil. If 

all pi^operty appraisers in. Florida -c^d valuations comparably, ' rtorida's 

state school aid program would uork accurately (although it sirill w©ul4^ • 

not ^conform to the criterion, of an equitable di'stribution system), even if 

county valuations were not at the required 100 percent of fair market value. 

However, when valuation procedures and thus the ratio of actual property 

appraisals to appraisals determined by uniform procedures among all counties 

(generally this is called assessment or sales ratios) differ f ran ^ounty 

to- county, there can be significant distortions in the operation of the 

state school aid forlmjla.* . ' * - / 

i 

Table 1 compares the fiscal effect of differences .in appraisal practices 
between two school districts on a state 'scho^ol^aid system such as the " 
one in Florida. District A and District B both have exactly the same 
property wealth--$I5,^00,000. District A assesses property at 100 
percent, -thus showing an appraisal of $15.,000,000, which, -when multiplied ' 
by the required tj^ rate of 6.3 mills shows a local ability to support 
-schools of '$945^,000. "J)istrict B, however, assesses Droperty at 66 2/3 

"Assessment Ratios ih'"1975 varied from r65 to .97, >lJidicating significant 
differences in property valuation methojls among flfcrida school districts. 

V ■ ' ' •"■..-:o- 2-^ ' ^ 



CaU'MISON OF int' FISCAL EFFECT ON' STATF SQIOOL.AID 
DUE TO DIFFEI^r.\\rij" IN 'APrR.MS.U PR;\CTICES-^BE'n\lEN 
TlVOSaiOOL DISTRICTS^-. (V- 



DISTRICt A 'DISTRICT B 



DtSTR 



f.. .State -Established Spending n, 508, 000 J $l,508,-000 

Level ($754 x 2000 pupils) ' , 



\2. PropQrty Appraisal x Required ' ■ ' 

Local 'Effort 
$15,000,000 X- 6.3 mills= ^ 954,000 



3. $10,000,000 X 6.3 mills= ' ' \^ 630,000 

'State. Aid: (1 minus 2) ' .563,000 

(1 minus 3) - 878,000 

V 

^ 4. Difference m State Aid due + 315,000 
to Nonuniform Property 

Appraisal * * ' * 



Assume: j„ - * . 

Both '^District A and^'District B haye $15,000,000 in actual property 
; validation. Property in District A is appraised at $1^,000,000, 
whi6h is 100 percent of actual value. Property in District B is 
ai^raised at 510,000,000, which is 66 2/3 percent of actual value- 

Both districts have 2000 pupils. 

The state-established spending level is** $754 per pupil. 

^ The Required Local Tax Rate (that is, the number of mills of tax 
equalized by* the state) is 6.3 mills. 



'percent of its -actual value; thus showing an appraisal of $10, -000, 0(^0, 
and a local ability to ^support schoors of $650,000. Looking at the 
local ability. District B appears poorer than District A. ' 

In fact, .bp\h districts- possess exactly the same propettv uealth. and 
» - , , '• • 

the sarae abiTIty to support schooL But the state schciol aid fomiula 
operates to overcome differences in local ability to support s(;hools,' 
and provides -nftJre. state aid to District B ($878^0) than to District A 
($565,000). TTius 'District B is b^ing rewarded 515,000 for assessing it5 
'property' lower than it should. . 



